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FEDERAL HOME LOAN BANK BOARD
Substantial revisions to the "mark to market” accounting system proposal for
federally insured thrifts were recently released by Board Chairman Richard
Pratt at the National Savings and Loan Conference in Denver, CO. The proposal
retains the basic thrust of the original task force recommendations that
would require thrifts to revalue assets and liabilities to their market value
on a quarterly basis (see the 9/20/82 Wash. Rpt.). The revisions alter the
original recommendations by allowing a thrift to phase into the accounting
system over a period of 15 years rather than requiring institutions to begin
adjusting their balance sheets quarterly as soon as the program is approved
by the Bank Board, although those institutions which would benefit from the
program immediately could waive the 15 year transition by a vote of the institu
tion's board. Another major change in the proposal is that it is now recom
mended by the task force that only financial assets and liabilities with a
maturity of more than one year should be revalued rather than all financial
assets and liabilities. Also the task force recommended alternative ways
of amortizing the gains or loss to net worth which would result from revalua
tion. The original recommendation would have required an institution with a
positive net worth to begin paying off this balance immediately by paying in
80 percent of its income toward the account. Finally, the task force wishes
to take into account the fact that the plan does not abide by generally ac
cepted accounting principles. According to the report, "These concerns have
caused us to include in the current recommendations to the board provisions
which would clarify that general purpose financial statements issued to the
public should generally be prepared in accordance with GAAP, and if for any
reason they are not, a clearly displayed legend should indicate on the face
of the financial statement that they have not been prepared in accordance with
GAAP." A task force official indicated the Board hopes to issue the new ac
counting plan as a formal proposal soon, but refused to predict when the Board
would consider the rule.
OFFICE OF MANAGEMENT AND BUDGET
Continued fraud and waste will require that federal agencies tighten up their
internal control systems, according to the President's Task Force on Manage
ment Reform. In a report signed by OMB's Deputy Director Joseph R. Wright
and Comptroller General Charles A. Bowsher, agencies were directed to tighten
controls and report annually to the President and Congress on how well their
internal management systems are working. Among the safeguards often over
looked, according to the report, are: documenting financial transactions;
conducting periodic inventory reviews; maintaining computer security; and,
assuring that personnel are competent and supervisors are diligent. The
report goes on to state that when these safeguards are missing, the stage is
set for fraud and waste. Examples include payroll clerks in the Defense
Department issuing themselves and friends $130,000 in fraudulent checks and
a government car that was outfitted with 15 sets of tires in 32,000 miles.
The directive follows the recent enactment of the Federal Manager's Financial
Integrity Act, which imposes specific financial management rules on federal
agencies. Most of the requirements of the new law (P.L. 97-255) are being
implemented under OMB Circular A -123.
In a related matter, the Office of Management and Budget issued audit
follow up standards to federal agencies as apart of Reform '88, the President's
Task Force on Management Reform. Under the new directives, agency managers
are now required to resolve issues raised by auditors within six months and
take prompt corrective action to findings of Inspectors General, the GAO, and
other "watchdog" groups as soon as possible. In addition, agency managers
must clearly identify responsibility for making decisions on audit or study
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recommendations, track audit recommendations from the time a report is issued
until final action is taken, record and collect audit-related debts and charge
interest when debts are not paid. These changes are contained in revised OMB
Circular A-50.
SECURITIES AND EXCHANGE COMMISSION
Daniel L. Goelzer, the Executive Assistant to SEC Chairman John S.R. Shad, will
become the SEC's General Counsel, following the departure of Edward F. Greene
on 10/18/82.
Chairman Shad said that "he has accepted with regret" Greene’s
resignation and intent to return to private practice. Taking special note
of Mr. Greene's previous assignment as the SEC director of Corporation Finance
Shad said: "Ed's contributions to the simplification and rationalization of
the Commission's disclosure regulations - particularly the integration pro
ject and Regulation D - have been enormous. He has performed a lasting service
to the investing public." Mr. Greene joined the SEC staff in late 1978 as
Deputy Director of the Division of Corporation Finance. In early 1979, he
became its Director. In September 1981, Chairman Shad appointed him to the
position of SEC General Counsel, to succeed Ralph Ferrara. Mr. Goelzer has
served as Executive Assistant to the Chairman since June 1981. Prior to that,
he served as Executive Assistant to former SEC Chairman Harold Williams, and
as associate General Counsel. Mr. Goelzer has a B.B.A. Degree in Accounting
and a law degree from the University of Wisconsin. He has a L.L.M. from the
George Washington University National Law Center. Mr. Goelzer is a CPA and a
member of the AICPA. He is believed to be the first attorney and CPA appointed
to the SEC's top legal position.
TREASURY, DEPARTMENT OF
IRS Commissioner Roscoe Egger defended the new penalties included in the 1982
tax act for those who substantially understate their tax liability, in re
marks before the New York State Society of CPA's Annual Tax Conference,
10/15/82. Commissioner Egger supported the new 10 percent understatement
penalty, although he said that the primary test for avoiding the penalty
has not yet been defined. The basis for avoiding the penalty is the re
liance of the taxpayer on "substantial authority" for the position he has
taken. Commissioner Egger, in describing what the term means, said, "first
and foremost it is a requirement that a taxpayer have a stronger basis for a
position than the previous standard of 'reasonable basis'..." He also noted
that the new penalty was included in the law because the "so called 'reason
able basis' opinions, many based on the flimsiest grounds, were serving as
fraud and negligence insurance policies." He concluded the subject by indi
cating that he could not really define the term and that determinations will
be based on individual fact situations and, ultimately, court opinions. In
a question and answer session following his speech, a national news service
reported that Commissioner Egger said that a tax return preparer may be held
legally responsible for his client's entire tax return, even if part of it
was prepared and audited by someone else. The Commissioner is also reported
to have indicated that he expected to have regulations out "around the end
of this month" on the 10 percent withholding for interest and dividends re
quired under the new law by 7/83.
The annual interest rate charged on tax underpayments and overpayments will de
crease from 20 to 16 percent effective 1/1/83, according to a recent IRS press
release (IR-82-117) . The rate on the underpayment of individual and corporate
estimated taxes will also be 16 percent. The change was made as a result of
the Tax Equity and Fiscal Responsibility Tax Act of 1982, which provided that
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the interest rate be set semi-annually as opposed to the year long rate review
under prior law. Additionally, TEFRA changed the effective date of the newly
established rate from 2/1/83 to 1/1/83. The new law provides that the rate
be revised by 10/15 and 4/15 each year and is based on the average prime interest
for the previous six month period ending 9/30 and 3/31. The determination of
the new interest rate may be found in Rev. Rul. 82-182. For additional infor
mation contact the IRS Public Affairs Division at 202/566-4024.
Under certain circumstances, all-savers certificates that are automatically renewed
have a one year maturity for the second year, according to the IRS (IR-82-114).
Automatically renewed certificates will be considered to have a one year
maturity for the second year if: the owner has a reasonable opportunity to
withdraw the principal and interest at the end of the original one year maturity;
and, the beginning of the second year relates back to the maturity date of the
first year. Although the interest earned on renewed all-savers certificates
qualifies for the exclusion under the Economic Recovery Tax Act of 1981, the
total amount of interest excludable from the all-savers certificates cannot
exceed $1,000 or $2,000 on a joint return. For additional information contact
the IRS Public Affairs Division at 202/566-4024.

For a d d i t i o n a l information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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